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 INDEPENDENT AUDITORS' REPORT 
 

June 9, 2005 
 
 
Members of the Township Board 
Saginaw Charter Township 
Saginaw, Michigan 
 
 
We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the discretely presented component unit, each major fund, and the aggregate 
remaining fund information of Saginaw Charter Township, as of and for the year ended March 31, 
2005, which collectively comprise the Township’s basic financial statements as listed in the table of 
contents.  These financial statements are the responsibility of the Township's management.  Our 
responsibility is to express opinions on these financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States.  Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements.  An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation.  We believe that our audit provides a reasonable basis for our 
opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, the 
discretely presented component unit, each major fund, and the aggregate remaining fund information 
of Saginaw Charter Township, as of March 31, 2005, and the respective changes in financial 
position and cash flows, where applicable, thereof and the respective budgetary comparisons of the 
General, Fire Protection, Police and Garbage and Rubbish Collection governmental funds for the 
year then ended in conformity with accounting principles general accepted in the United States of 
America. 
 



 

In accordance with Government Auditing Standards, we have also issued our report dated June 9, 
2005, on our consideration of Saginaw Charter Township's internal control over financial reporting 
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant 
agreements and other matters.  The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not 
provide an opinion on the internal control over financial reporting or on compliance.  That report is 
an integral part of an audit performed in accordance with Government Auditing Standards and 
should be considering in assessing the results of our audit. 
 
The Management’s Discussion and Analysis listed in the table of contents on pages 3-12 is not a 
required part of the basic financial statements but is supplementary information required by the 
Governmental Accounting Standards Board.  We have applied certain limited procedures, which 
consisted principally of inquiries of management regarding the methods of measurement and 
presentation of the supplementary information.  However, we did not audit the information and 
express no opinion on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise Saginaw Charter Township’s basic financial statements.  The introductory 
section, combining and individual fund financial statements and schedules, and statistical tables are 
presented for purposes of additional analysis and are not a required part of the basic financial 
statements.  The combining and individual fund financial statements and schedules have subjected to 
the auditing procedures applied by us in the audit of the basic financial statements and, in our 
opinion, are fairly stated in all material respects in relation to the basic financial statements taken as 
a whole.  The introductory section and statistical tables have not been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, accordingly, we express no 
opinion on them. 
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Management’s Discussion and Analysis 
 
 
As management of Saginaw Charter Township, Michigan, we offer readers of the Township’s 
financial statements this narrative overview and analysis of the financial activities of the Township 
for the fiscal year ended March 31, 2005. We encourage readers to consider the information 
presented here. 
 
 
Financial Highlights 
 
� The assets of the Township exceeded its liabilities at the close of the most recent fiscal year 

by $66,634,717 (net assets).  Of this amount, $16,598,460 (unrestricted net assets) may be 
used to meet the government’s ongoing obligations to citizens and creditors. 

 
� The government’s total net assets increased by $1,558,623.   

 
� As of the close of the current fiscal year, the Township’s governmental funds reported 

combined ending fund balances of $13,315,536, an increase of $754,106 in comparison with 
the prior year.  More than 94 percent of this total amount, or $12,625,582, is available for 
spending at the government’s discretion (unreserved fund balance).  

 
� At the end of the current fiscal year, unreserved fund balance for the general fund was 

$3,752,334 or 77 percent of total general fund expenditures. 
 

 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the Township’s basic 
financial statements. The Township’s basic financial statements comprise three components: 1) 
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial 
statements. This report also contains other supplementary information in addition to the basic finan-
cial statements themselves. 
 
Government-wide financial statements. The government-wide financial statements are designed 
to provide readers with a broad overview of the Township’s finances, in a manner similar to a 
private-sector business. 
 
The statement of net assets presents information on all of the Township’s assets and liabilities, with 
the difference between the two reported as net assets. Over time, increases or decreases in net assets 
may serve as a useful indicator of whether the financial position of the Township is improving or 
deteriorating. 
 
The statement of activities presents information showing how the government’s net assets changed 
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying 
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, 
revenues and expenses are reported in this statement for some items that will only result in cash 
flows in future fiscal periods (e.g., uncollected special assessments). 
 
Both of the government-wide financial statements distinguish functions of the Township that are 
principally supported by taxes and intergovernmental revenues (governmental activities) from other 
functions that are intended to recover all or a significant portion of their costs through user fees and 
charges (business-type activities).  The governmental activities of the Township include general 
government, public safety, public works, health and welfare, and recreation and cultural.  The 
business-type activities of the Township include sanitary sewer and water operations. 
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The government-wide financial statements can be found on pages 13-15 of this report. 
 
Fund financial statements. A fund is a grouping of related accounts that is used to maintain control 
over resources that have been segregated for specific activities or objectives. The Township, like 
other state and local governments, uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. All of the funds of the Township can be divided into three 
categories: governmental funds, proprietary funds, and fiduciary funds. 
 
Governmental funds. Governmental funds are used to account for essentially the same functions 
reported as governmental activities in the government-wide financial statements. However, unlike 
the government-wide financial statements, governmental fund financial statements focus on 
near-term inflows and outflows of spendable resources, as well as on balances of spendable 
resources available at the end of the fiscal year.  Such information may be useful in evaluating a 
government’s near-term financing requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements. By 
doing so, readers may better understand the long-term impact of the government’s near-term 
financing decisions. Both the governmental fund balance sheet and the governmental fund statement 
of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this 
comparison between governmental funds and governmental activities. 
 
The Township maintains eleven individual governmental funds.  Information is presented separately 
in the governmental fund balance sheet and in the governmental fund statement of revenues, 
expenditures, and changes in fund balances for the general, fire protection, police fund and garbage 
and rubbish collection funds, each of which are considered to be major funds. Data from the other 
seven governmental funds are combined into a single, aggregated presentation. Individual fund data 
for each of these nonmajor governmental funds is provided in the form of combining statements 
elsewhere in this report. 
 
The Township adopts an annual appropriated budget for its general and special revenue funds.  
Budgetary comparison statements or schedules have been provided herein to demonstrate 
compliance with those budgets. 
 
The basic governmental fund financial statements can be found on pages 16-24 of this report. 
 
Proprietary funds. The Township maintains two different types of proprietary funds. Enterprise 
funds are used to report the same functions presented as business-type activities in the 
government-wide financial statements. The Township uses enterprise funds to account for its water 
and sewer operations.  Internal service funds are an accounting device used to accumulate and 
allocate cost internally among the Township’s various functions.  The Township uses internal 
service funds to account for its self insurance operations for employees healthcare coverage and 
property and liability coverage.  Because both of these services predominately benefit governmental 
rather than business-type functions, they have been included within governmental activities in the 
government-wide financial statements. 
 
Proprietary funds provide the same type of information as the government-wide financial 
statements, only in more detail. The proprietary fund financial statements provide separate 
information for the sanitary sewer and water operations, both of which are considered to be major 
funds of the Township.  Conversely, both internal service funds are combined into a single, 
aggregated presentation in the proprietary fund financial statements.  Individual fund data for the 
internal service funds is provided in the form of combining statements elsewhere in this report. 
 
The basic proprietary fund financial statements can be found on pages 25-27 of this report. 
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Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties 
outside the government. Fiduciary funds are not reflected in the government-wide financial 
statements because the resources of those funds are not available to support the Township’s own 
programs. The accounting used for fiduciary funds is much like that used for governmental funds. 
 
The basic fiduciary fund financial statement can be found on page 28 of this report. 
 
Notes to the financial statements. The notes provide additional information that is essential to a 
full understanding of the data provided in the government-wide and fund financial statements. The 
notes to the financial statements can be found on pages 29-52 of this report. 
 
Other information. The combining statements referred to earlier in connection with nonmajor 
governmental funds and internal service funds are presented immediately following the 
accompanying notes. Combining and individual fund statements and schedules can be found on 
pages 51-68 of this report. 
 
Government-wide Financial Analysis 
 
As noted earlier, net assets may serve over time as a useful indicator of a government’s financial 
position. In the case of Saginaw Charter Township, assets exceeded liabilities by $66,634,717 at the 
close of the most recent fiscal year. 
 
One of the largest portions of the Township’s net assets (75 percent) reflects its investment in 
capital assets (e.g., land, buildings, machinery and equipment), less any related debt used to acquire 
those assets that is still outstanding.  The Township uses these capital assets to provide services to 
citizens; consequently, these assets are not available for future spending.  Although the Township’s 
investment in its capital assets is reported net of related debt, it should be noted that the resources 
needed to repay this debt must be provided from other sources, since the capital assets themselves 
cannot be used to liquidate these liabilities.   
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Saginaw Charter Township’s Net Assets 
 

 Governmental Business-type   
 Activities Activities Totals 
 2004 2005 2004 2005 2004 2005 
Current and 
other assets 

$14,097,085 $15,102,826 $1,947,073 $2,555,764 $16,044,158 $17,658,590

Capital assets 11,391,244 10,904,143 43,961,381 43,909,405 55,352,625   54,813,548
       
Total assets 25,488,329 26,006,969 45,908,454 46,465,169 71,396,783 72,472,138
   
Long-term 
liabilities 
outstanding 

100,000 159,513 4,771,500 4,314,858 4,871,500 4,474,371

Other liabilities 946,546 731,696 628,866 631,354 1,575,412 1,363,050
   
Total liabilities 1,046,546 891,209 5,400,366 4,946,212 6,446,912 5,837,421
   
Net assets   
Invested in 
capital assets, 
net of related 
debt 

 
 
 

11,391,244 10,904,143 38,741,309

 
 
 

39,132,114 50,132,553 50,036,257
Unrestricted 13,050,539 14,211,617 1,766,779 2,386,843 14,817,318 16,598,460
       
Total net assets $24,441,783 $25,115,760 $40,508,088 $41,518,957 $64,949,871 $66,634,717
       
 

 
The Township’s net assets increased by $1,558,623 during the current fiscal year.  This growth 
largely reflects the degree to which ongoing revenues exceeded ongoing expenses. 
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Saginaw Charter Township’s Changes in Net Assets 
 

 Governmental Business-type   
 Activities Activities Total 
 2004 2005 2004 2005 2004 2005 
Revenues:       
Program revenue:       
Charges for services $3,298,942 $ 3,840,250 $  7,835,896 $ 7,793,237 $11,134,838 $11,633,487 
Operating grants and 
contributions 302,427 209,941 - - 302,427 209,941
Capital grants and 
contributions 250 - 924,804 1,383,874 925,054 1,383,874
General revenue:  
Property taxes 5,954,607 6,132,664 - - 5,954,607 6,132,664
Grants and contributions 
not restricted to specific 
programs 3,104,502 3,077,139 - - 3,104,502 3,077,139
Unrestricted investment 
earnings 102,369 183,776 - 18,860 102,369 202,636
Gain on sale of capital 
assets - - 2,879 7,392 2,879 7,392
Miscellaneous 6,331 142,798 - 47,199 6,331 189,997
  
Total revenues 12,769,428 13,586,568 8,763,579 9,250,562 21,533,007 22,837,130
  
Expenses:  
Lesislative - 32,197 - - - 32,197
General government 1,981,056 2,075,963 - - 1,981,056 2,075,963
Public safety 6,073,936 5,961,615 - - 6,073,936 5,961,615
Public works 1,454,166 1,741,384 - - 1,454,166 1,741,384
Highways and streets 991,688 931,892 - - 991,688 931,892
Community 
development 617,611 637,549 - - 617,611 637,549
Recreation and culture  1,643,395 1,750,798 - - 1,643,395 1,750,798
Sewer - - 4,577,175 4,698,809 4,577,175 4,698,809
Water - - 4,009,963 3,448,300 4,009,963 3,448,300
  
Total expenses 12,761,852 13,131,398 8,587,138 8,147,109 21,348,990 21,278,507
  
Increase in net assets 
before transfers 7,576 455,170 176,441 1,103,453 184,017 1,558,623
  
Transfers 186,727 164,732 (186,727) (164,732) - -
  
Change in net assets 194,303 619,902 (10,286) 938,721 184,017 1,558,623
  
Net assets, beginning of 
year, as restated 24,247,480 24,495,858 40,518,374 40,580,236 64,765,854 65,076,094
       
Net assets, end of year $24,441,783 $25,115,760 $40,508,088 $41,518,957 $64,949,871 $66,634,717 
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Governmental activities. Governmental activities increased the Township’s net assets by $619,902 
resulting in about 2.5 percent growth in the net assets of the Township.  This minimal increase is a 
result of Township revenues and expenses remaining relatively constant, with revenues slightly out 
pacing expenses.  
 

Expenses and Program Revenues - Governmental Activities 
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Revenues by Source - Governmental Activities 
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• Business-type activities. Business-type activities increased the Township’s net assets by 

$938,712.   
 
Expenses and Program Revenues - Business-type Activities 
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Revenues by Source - Business-type Activities 
 

 
Financial Analysis of the Government’s Funds 
 
As noted earlier, the Township uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. 
 
Governmental funds. The focus of the Township’s governmental funds is to provide information on 
near-term inflows, outflows, and balances of spendable resources. Such information is useful in 
assessing the Township’s financing requirements. In particular, unreserved fund balance may serve 
as a useful measure of a government’s net resources available for spending at the end of the fiscal 
year. 
 
As of the end of the current fiscal year, the Township’s governmental funds reported combined 
ending fund balances of $13,315,536, an increase of $754,106 in comparison with the prior year. 
Approximately 94.8 percent of this total amount ($12,625,582) constitutes unreserved fund balance, 
which is available for spending at the government’s discretion. The remainder of fund balance is 
reserved to indicate that it is not available for new spending because it has already been committed 
1) for other restricted purposes ($24,750), or 2) for long-term advances ($665,204). 
 
The general fund is the chief operating fund of the Township. At the end of the current fiscal year, 
unreserved fund balance of the general fund was $3,752,334, and total fund balance was 
$4,436,427. As a measure of the general fund’s liquidity, it may be useful to compare unreserved 
fund balance to total fund expenditures. Unreserved fund balance represents 77 percent of total 
general fund expenditures. 
 
The fund balance of the Township’s general fund increased by $304,693 during the current fiscal 
year.  The increase is attributable to revenues in excess of expenditures, coupled with transfers out 
to the Police and Community Development funds. 
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The Fire Protection fund has a total fund balance of $1,106,821, which increased by $131,742 
during the year.  The increase is primarily attributable to an increase in the property tax levy for fire 
fund operations.  
 
The Police fund has a total fund balance of $5,211,204, which increased by $378,952 during the 
year.  The increase is primarily attributable to an increase in the property tax levy and transfer in 
from the General Fund for police fund operations, coupled with a reduction in expenses.  
 
The Garbage and Rubbish Collection fund has a total fund balance of $1,300,930, which increased 
slightly, by $31,865 during the year. The increase is attributable to the stable contractual service 
costs.  
 
Proprietary funds. The Township’s proprietary funds provide the same type of information found 
in the government-wide financial statements, but in more detail. 
 
Total net assets of the Water and Sewer funds at the end of the year amounted to $19,809,928 and 
$21,639,924, respectively. The Sewer fund had a decrease in net assets for the year of $56,256 and 
the Water fund had a increase in net assets for the year of $925,872.  Other factors concerning the 
finances of these two funds have already been addressed in the discussion of the Township’s 
business-type activities. 
 
General Fund Budgetary Highlights 
 
Differences between the original and final amended budgets for expenditures were relatively minor 
and the adjustments were made as a part of the Township’s budget procedures to address changes in 
activity during the year. 
 
Budget to actual comparisons for the Township’s general fund were generally favorable. 
 
Capital Asset and Debt Administration 
 
Capital assets. The Township’s investment in capital assets for its governmental and business-type 
activities as of March 31, 2005, amounted to $54,813,548 (net of accumulated depreciation). This 
investment in capital assets includes land, buildings and system, improvements and machinery and 
equipment.  
 

Saginaw Charter Township’s Capital Assets 
(net of depreciation) 

 Governmental Business-Type 
  Activities   Activities   Total  
 
Land $ 667,710 $ 261,573 $ 929,283 
Construction in progress  -  427,653  427,653 
Land improvements  2,120,164  -  2,120,164 
Buildings and systems  6,422,741  42,727,339  49,150,080 
Equipment  252,374  361,495  613,869 
Vehicles  1,441,154  131,345  1,572,499 
 
Total net assets $ 10,904,143 $ 43,909,405 $54,813,548 
 
Additional information on the Township’s capital assets can be found in note III C on pages 39-41 
of this report. 
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Long-term debt. At the end of the current fiscal year, the Township had total debt outstanding 
of $5,330,548. Of this amount, $4,777,291 represents bonds secured solely by specified revenue 
sources (i.e., revenue bonds), $513,257 represents accrued compensated absences, and  $40,000 
for the postclosure landfill liability. 
 

Saginaw Charter Township’s Outstanding Debt 
General Obligation and Revenue Bonds 

 Governmental Business-Type 
  Activities   Activities   Total  
 
Contracts payable $ - $ 4,777,291 $ 4,777,291 
Accrued compensated       

absences  513,257  -  513,257 
Landfill liability  40,000  -  40,000 
 
Total net debt $ 553,257 $ 4,777,291 $ 5,330,548 
  
State statutes limit the amount of general obligation debt a governmental entity may issue to 10 
percent of its total assessed valuation.  The current debt limitation for the Township is 
$138,423,280, which is significantly in excess of the Township’s outstanding general obligation 
debt. 
 
Additional information on the Township’s long-term debt can be found in note III E on pages 43-
44 of this report. 
 
Economic Factors and Next Year’s Budgets and Rates 
 
The following factors were considered in preparing the Township’s budget for the 2005-06 fiscal 
year: 
 
� The March 2005 unemployment rate for the Saginaw County metropolitan area (the 

Township is in the Saginaw area) was 8.7 percent, which is a decrease from a rate of 9.1 
percent a year ago. The Township rate was 5.3 percent.  The State average was 7.6 
percent and the National rate was 5.4 percent. 

 
� The Township is comprised principally of residential areas with several key commerce 

corridors.  There is a stable business base. 
 
� Inflationary trends in the region compare favorably to national indices. 

 
Requests for Information 
 
This financial report is designed to provide a general overview of the Township’s finances for all 
those with an interest in the government’s finances. Questions concerning any of the information 
provided in this report or requests for additional financial information should be addressed to the 
Township Fiscal Services Department, 4980 Shattuck Rd, Saginaw, Michigan 48603. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The accounting policies of Saginaw Charter Township (the “Township”), conform to 
generally accepted accounting principles as applicable to governmental units.  The following 
is a summary of the significant policies: 
 
A. FINANCIAL REPORTING ENTITY 

 
Saginaw Charter Township (the “Township”) is a municipal corporation governed by an 
elected Board.  As required by generally accepted accounting principles, the financial 
statements of the reporting entity include those of the Township and its component unit.  The 
component unit discussed below is included in the Township’s reporting entity because of 
the significance of its financial relationship with the Township. 

 
Economic Development Corporation (EDC) – The EDC is included as a part of the 
Township’s financial statements because the Township is financially accountable for the 
EDC and the Township Board has the ability to significantly influence the operation of the 
EDC.  The financial statements of this component unit of the Township, which are reported 
for the fiscal year ending December 31, 2004, are presented as a discretely presented 
component unit of the Township.  A complete financial statement can be obtained from 
Saginaw Charter Township Offices, Saginaw, Michigan 48603. 

 
B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS 
 
The government-wide financial statements (i.e., the statement of net assets and the statement 
of activities) report information on all of the nonfiduciary activities of the primary 
government and its component unit.  For the most part, the effect of the interfund activity 
has been removed from these statements.  Governmental activities, which normally are 
supported by taxes and intergovernmental revenues, are reported separately from business-
type activities, which rely to a significant extent on fees and charges for support.  Likewise, 
the primary government is reported separately from certain legally separate component units 
for which the primary government is financially accountable. 
 
The statement of activities demonstrates the degree to which the direct expenses of a given 
function or segment are offset by program revenues.  Direct expenses are those that are 
clearly identifiable with a specific function or segment.  Program revenues include 1) 
charges to customers or applicants who purchase, use, or directly benefit from goods, 
services, or privileges provided by a given function or segment and 2) grants and 
contributions that are restricted to meeting the operational or capital requirements of a 
particular function or segment.  Taxes and other items not properly included among program 
revenues are reported instead as general revenues. 
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Separate financial statements are provided for governmental funds, proprietary funds, and 
fiduciary funds, even though the latter are excluded from the government-wide financial 
statements.  Major individual governmental funds and major individual enterprise funds are 
reported as separate columns in the fund financial statements. 
 
C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL 

STATEMENT PRESENTATION 
 
The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting, as are the proprietary fund and 
fiduciary fund financial statements, except for agency funds which do not have a 
measurement focus. Revenues are recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing of related cash flows. Property taxes are 
recognized as revenues in the year for which they are levied. Grants and similar items are 
recognized as revenue as soon as all eligibility requirements imposed by the provider have 
been met. 

 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized 
as soon as they are both measurable and available. Revenues are considered to be available 
when they are collectible within the current period or soon enough thereafter to pay 
liabilities of the current period. For this purpose, the government considers revenues to be 
available if they are collected within 60 days of the end of the current fiscal period, or within 
one year for reimbursement – based grants. Expenditures generally are recorded when a 
liability is incurred, as under accrual accounting. However, debt service expenditures, as 
well as expenditures related to compensated absences and claims and judgments, are 
recorded only when payment is due. 

 
Property taxes, franchise taxes, licenses, intergovernmental revenues and interest associated 
with the current fiscal period are all considered to be susceptible to accrual and so have been 
recognized as revenues of the current fiscal period. Only the portion of special assessments 
receivable due within the current fiscal period is considered to be susceptible to accrual as 
revenue of the current period. All other revenue items are considered to be measurable and 
available only when cash is received by the government. 
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The government reports the following major governmental funds: 
 

The general fund is the government’s primary operating fund. It accounts for all 
financial resources of the general government, except those required to be accounted 
for in another fund. 

 
The fire protection fund accounts for the separate voted millage and related operation 
of the fire department. 
 
The police fund accounts for the separate voted millage and the related operation of 
the police department. 
 
The garbage and rubbish collection fund accounts for a separate special assessment 
and the related operation of garbage and rubbish collection. 
 

The government reports the following major proprietary funds: 
 

The water fund accounts for the activities of the government’s water distribution  
system. 
 
The sewer fund accounts for the activities of the government’s sewage disposal 
and treatment system. 
 

Additionally, the Township reports the following fund types: 
 

Internal service funds account for health benefits and risk management services 
provided to other departments or agencies of the government on a cost 
reimbursement basis. 

 
Agency funds are use to account for assets held for other governments in an agency 
capacity, including tax collections.  

 
Private-sector standards of accounting and financial reporting issued prior to December 1, 
1989, generally are followed in both the government-wide and proprietary fund financial 
statements to the extent that those standards do not conflict with or contradict guidance of 
the Governmental Accounting Standards Board. Governments also have the option of 
following subsequent private-sector guidance for their business-type activities and enterprise 
funds, subject to this same limitation. The government has elected not to follow subsequent 
private-sector guidance. 
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As a general rule the effect of interfund activity has been eliminated from the 
government-wide financial statements. Exceptions to this general rule are charges between 
the government’s water and sewer function and various other functions of the government. 
Elimination of these charges would distort the direct costs and program revenues reported for 
the various functions concerned. 

 
Amounts reported as program revenues include 1) charges to customers or applicants for 
goods, services, or privileges provided, 2) operating grants and contributions, and 3) capital 
grants and contributions, including special assessments. Internally dedicated resources are 
reported as general revenues rather than as program revenues. Likewise, general revenues 
include all taxes.  
 
Proprietary funds distinguish operating revenues and expenses from nonoperating items. 
Operating revenues and expenses generally result from providing services and producing and 
delivering goods in connection with a proprietary fund’s principal ongoing operations. The 
principal operating revenues of the sewer and water enterprise funds are charges to 
customers for sales and services. The enterprise funds also recognize as operating revenues 
the portion of tap fees intended to recover the cost of connecting new customers to the 
system. Operating expenses for enterprise funds include the cost of sales and services, 
administrative expenses, and depreciation on capital assets. All revenues and expenses not 
meeting this definition are reported as nonoperating revenues and expenses. 
 
When both restricted and unrestricted resources are available for use, it is the Township’s 
policy to use restricted resources first, then unrestricted resources as they are needed. 

 
D. ASSETS, LIABILITIES AND NET ASSETS OR EQUITY 

 
1. DEPOSITS AND INVESTMENTS 

 
The government’s cash and cash equivalents are considered to be cash on hand, demand 
deposits and short-term investments with original maturities of three months or less from the 
date of acquisition. 
 
State statutes authorize the government to deposit in the accounts of federally insured banks, 
credit unions, and savings and loan associations, and to invest in obligations of the U.S. 
Treasury, certain commercial paper, repurchase agreements, bankers acceptances, and 
mutual funds composed of otherwise legal investments. 
 
Investments are reported at fair value. 
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2. RECEIVABLES AND PAYABLES 
 
All receivables and payables are reported at their gross value and, where appropriate, are 
reduced by the estimated portion that is expected to be uncollectible. 
 
Activity between funds that are representative of lending/borrowing arrangements 
outstanding at the end of the fiscal year are referred to as either “due to/from other funds” 
(i.e., the current portion of interfund loans) or “advances to/from other funds” (i.e., the 
non-current portion of interfund loans). All other outstanding balances between funds are 
reported as “due to/from other funds.” Any residual balances outstanding between the 
governmental activities and business-type activities are reported in the government-wide 
financial statements as “internal balances.” 

 
3. INVENTORIES AND PREPAIDS 
 
Inventory maintained by the General Fund and Water Enterprise Fund is valued at cost using 
the first-in, first-out method.  Inventory of expendable supplies in other funds have not been 
recorded and the amount of any such inventory is not considered material.  The cost value of 
such inventory was recorded as an expenditure at the time of purchase. 
 
Certain payments to vendors reflect costs applicable to future accounting periods and are 
recorded as prepaid items in both government-wide and fund financial statements. 
 
4. CAPITAL ASSETS 

 
Capital assets, which include property, plant, equipment, infrastructure such as sidewalks, 
and water and sewer systems, are reported in the applicable governmental or business-type 
activities columns in the government-wide financial statements. Capital assets are defined  
by the government as assets with an initial, individual cost of more than $5,000 and an 
estimated useful life in excess of two years. Such assets are recorded at historical cost or 
estimated historical cost if purchased or constructed. Donated capital assets are recorded at 
estimated fair value at the date of donation. 
 
The costs of normal maintenance and repairs that do not add to the value of the asset or 
materially extend assets lives are not capitalized.  
 
Major outlays for capital assets and improvements are capitalized as projects are constructed. 
Interest incurred during the construction phase of capital assets of business-type activities, if 
any, is included as part of the capitalized value of the assets constructed. No such interest 
expense was incurred during the current fiscal year.  Capital assets of the primary 
government are depreciated using the straight line method over the following estimated 
useful lives: 
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Assets Years  
 
Land improvements 20-30 
Buildings 20-50 
System infrastructure   5-40 
Equipment  5-20 
Vehicles   5-20 
 

5. LONG-TERM OBLIGATIONS 
 

In the government-wide financial statements, and proprietary fund types in the fund financial 
statements, long-term debt and other long-term obligations are reported as liabilities in the 
applicable governmental activities, business-type activities, or proprietary fund type 
statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred 
and amortized over the life of the bonds using the effective interest method. Bonds payable 
are reported net of the applicable bond premium or discount. Bond issuance costs are 
reported as deferred charges and amortized over the term of the related debt. 
 
In the fund financial statements, governmental fund types recognize bond premiums and 
discounts, as well as bond issuance costs, during the current period. The face amount of debt 
issued is reported as other financing sources. Premiums received on debt issuances are 
reported as other financing sources while discounts on debt issuances are reported as other 
financing uses. Issuance costs, whether or not withheld from the actual debt proceeds 
received, are reported as debt service expenditures. 

 
6. FUND EQUITY 

 
In the fund financial statements, governmental funds report reservations of fund balance for 
amounts that are not available for appropriation or are legally restricted by outside parties for 
use for a specific purpose. Designations of fund balance represent tentative management 
plans that are subject to change. 
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II. STEWARDSHIP, COMPLIANCE AND ACCOUNTIBILITY 
  

A. BUDGETS AND BUDGETARY ACCOUNTING 
 

Comparisons to budget are presented for general and special revenue fund types as required 
by generally accepted accounting principles.  The Township follows these procedures in 
establishing the budgetary data reflected in the financial statements: 
 
1.  Prior to March 31, the Township Manager submits to the Township Board a proposed 

operating budget for the fiscal year commencing the following April 1.  The operating 
budget includes proposed expenditures and the means of financing them.  A public 
hearing is conducted to obtain taxpayer comments. 

 
2.  The budget is legally enacted through passage of a resolution on or before March 31. 
 
3.  Budgets for the general and special revenue funds are legally adopted on a basis 

consistent with generally accepted accounting principles (GAAP).  The budget for the 
General Fund is adopted by activity.  In the special revenue funds, budgets are adopted by 
function with revenue adopted as itemized in the report and with expenditures adopted by 
budgetary center and reported using the administrative detail for informational purposes. 

 
4.  Adoption and amendments of all budgets used by the Township are governed by 

Michigan Public Act 621, which was complied with during the year ended March 31, 
2005.  Any amendment of the original budget must meet the requirements of Public Act 
621.  The Township did amend its budget for the year ended March 31, 2005.   

 
5.  The Township Board must approve amendments to the budget for changes in activities 

which exceed $1,500 in the General Fund.  Management can amend appropriations in the 
budget between activities for amounts less than $1,500 without the approval of the Board. 
Changes in total expenditures in the Special Revenue Funds must be approved by the 
Township Board. 

 
6.  The legal level of control is at the activity level in the General Fund and at the total 

expenditure level in the Special Revenue Funds. 
 
Budgeted amounts are as originally adopted, or as amended by the Township Board. 
Encumbered appropriations lapse at year-end and amounts are reappropriated for 
expenditures to be incurred in the next fiscal year. 
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B. EXCESS OF EXPENDITURES OVER APPROPRIATIONS FOR BUDGETARY 
FUNDS 

 
The Township had a special revenue fund with expenditures exceeding budgeted 
appropriations at the total expenditures level, which is the Township’s legal level of 
budgetary control for the special revenue funds, for the year ended March 31, 2005. 
 
  Budget   Actual   Variance  
ART IN PUBLIC PLACES 
Culture and recreation $ 5,440 $ 5,514 $  (74) 

 
III. DETAILED NOTES ON ALL FUNDS 

 
A. DEPOSITS AND INVESTMENTS 
 
A reconciliation of cash, pooled investments and investments as shown in the basic financial 
statements to the Township’s deposits and investments is as follows: 
  Carrying 
  Amount 

Government-wide Financial Statement Captions: 
  Primary Government 

Cash and cash equivalents $ 12,057,366 
Investments  2,273,110 

     Component Unit 
Cash and cash equivalents  2,775 

     Fiduciary Fund Financial Statement Captions: 
Cash and cash equivalents  62,245 
Investments  354 

 
Total $ 14,395,850 

 
Notes to the Financial Statements: 

Deposits $ 9,576,735 
Investments  4,817,865 
Cash on hand  1,250 
 
Total $ 14,395,850 

Deposits 
At year end the carrying amount of the Township's deposits was $9,576,735 and the bank 
balance was $4,515,424.  Of the bank balance, $600,000 was covered by federal depository 
insurance and $3,915,424 was neither insured nor collateralized.   
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Investments 
The term of investments and financial institutions used for investment purposes are 
determined based on Township needs.  The Township Treasurer periodically assesses the 
financial strength and services provided by financial institutions to help ensure that integrity 
of principal and Township investment needs are met.  
 
For the purposes of providing an indication of the assumed levels of risk, investments are 
categorized as follows: 
 
Category 1   Investments that are insured or registered or for which the securities are held by 
the Township or its agent in the Township's name. 
 
Category 2   Uninsured and unregistered investments for which the securities are held by the 
counterparty's trust department or agent in the Township's name. 
 
Category 3   Uninsured and unregistered investments for which the securities are held by the 
counterparty, or by its trust department or agent, but not in the Township's name. 
 
                     Category                     Carrying     Fair 
                   1               2                3          Amount        Value  
Uncategorized 
  Money Market Mutual Funds                                 $ 4,817,865 $ 4,817,865 
 
Deposits and investments are in financial institutions located in the Township of Saginaw in 
varying amounts.  The Township investment policy follows state statutes permitting 
investment in obligations of the United States Treasury, GNMA's, domestic certificates of 
deposit, commercial paper with prescribed ratings (limited to 50% of each fund), in 
government or Federal agency obligation repurchase agreements, bankers acceptances of 
United States banks, investment grade obligations of Michigan or its political subdivisions, 
investment pools, and mutual funds composed of investments which are legal for direct 
investment by local units of government in Michigan. 
 
Township policy limits the Treasurer's investing options to financial institutions located in 
Saginaw Charter Township except when bonding ordinances specify a specific financial 
institution.  Commercial paper is all rated in the highest classification A-1/P-1.  All accounts 
are in the name of the Township and a specific fund or common account.  They are recorded 
in Township records at fair value.  Interest is recorded when available to the applicable 
account. 
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A portion of the Township's deposits are pooled for investment purposes, but investments are 
specifically identified by fund.  Cash and certificates of deposit are pooled, with certificates 
of deposits allocated according to cash balances.  In addition, cash and investments are 
separately held by several of the Township's funds.  
 
The Township's deposits are in accordance with statutory authority. 
 
B. RECEIVABLES 
 
Receivables in the primary government are as follows: 
 
 Governmental Business-type 
  Activities   Activities  
Taxes $ 454,163 $ 1,359,385  
Accounts  207,319  - 
Special Assessments 
 Due within one year  287,925  - 
 Due after one year  162,052  - 
Intergovernemental 
 Due within one year  548,356  - 
Total $ 1,659,815 $ 1,359,385 
 
Governmental funds report deferred revenue in connection with receivables for revenues that 
are not considered to be available to liquidate liabilities of the current period.  Governmental 
funds also defer revenue recognition in connection with resources that have been received, 
but not earned.  At the end of the current fiscal year, the various components of deferred 
revenue and unearned revenue reported in the governmental funds were as follows: 
 
  Unavailable   Unearned  
Special assessments receivable (General fund) $ 195,442 $ - 
Special assessments receivable (Nonmajor 
 Governmental fund types)  154,403  - 
Grant drawdowns prior to meeting all eligibility 
 requirements  -  33,449 
Total $ 349,845 $ 33,449 
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C. CAPITAL ASSETS 
 

Capital asset activity for the year ended March 31, 2005 was as follows: 
 

 Beginning    Ending 
 Balance  Additions Disposals  Balance  

 Governmental activities 
Capital assets not being 
 depreciated – Land  $ 667,710 $ - $ - $ 667,710 
Capital assets being 
 depreciated: 
 Land improvements  5,261,595  13,024  -  5,274,619 
 Buildings and  
  improvements  8,394,504  156,023  -  8,550,527 
 Equipment  814,656  12,630  (64,811)  762,475 
 Vehicles  3,729,047  102,945  (131,444)  3,700,548 

 Total capital assets being 
  depreciated  18,199,802  284,622  (196,255)  18,288,169 
 
 Less accumulated depreciation 
  Land improvements  (2,969,356)  (185,099)  -  (3,154,455) 
  Buildings and 
   improvements  (1,901,189)  (226,597)  -  (2,127,786) 
  Equipment  (521,007)  (43,026)  53,932  (510,101) 
  Vehicles  (2,084,716)  (303,238)  128,560  (2,259,394) 
 
 Total accumulated depreciation  (7,476,268)  (757,960)  182,492  (8,051,736) 
 
 Total capital assets being 
  depreciated, net  10,723,534  (473,338)  (13,763)  10,236,433 

 
Governmental activities 
 capital assets, net $11,391,244 $ (473,338) $ (13,763) $10,904,143 
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 Beginning    Ending 
 Balance  Additions Disposals  Balance  

 Business-type activities 
Capital assets not being 
 depreciated: 
  Land $ 261,573 $ - $ - $ 261,573 
  Construction in progress  17,575  422,363  (12,285)  427,653 

 Total capital assets not being 
  depreciated  279,148  422,363  (12,285)  689,226 
 
Capital assets being 
 depreciated: 
 Building, plants, mains   70,084,972  1,445,479  -  71,530,451 
 Equipment  1,126,398  138,515  (11,188)  1,253,725 
 Vehicles  654,265  46,268  (30,173)  670,360 

 Total capital assets being 
  depreciated  71,865,635  1,630,262  (41,361)  73,454,536 
 
 Less accumulated depreciation 

 Building, plants, mains   (26,813,709)  (1,989,403)  -  (28,803,112) 
  Equipment  (833,767)  (69,651)  11,188  (892,230) 
  Vehicles  (535,926)  (33,262)  30,173  (539,015) 
 
 Total accumulated depreciation  (28,183,402)  (2,092,316)  41,361  (30,234,357) 
 
 Total capital assets being 
  depreciated, net  43,682,233     (462,054)  -  43,220,179 
 

Business-type activities 
 capital assets, net $43,961,381 $ (39,691) $ (12,285) $ 43,909,405 
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Depreciation expense was charged to functions/programs of the primary government as 
follows: 

  
 Governmental activities: 
 General government $ 91,214 
 Public safety  399,803 
 Public works  10,205 
 Highways and streets  47,626 
 Culture and recreation  209,112 
 Total depreciation expense – governmental activities $ 757,960 
 
 Business-type activities: 
 Water $ 530,819 
 Sewer   1,561,497 
  Total depreciation expense – business-type activities $ 2,092,316 
 

Construction commitments 
 
The Township has three active construction projects as of March 31, 2005.  The Shattuck 
Road, Tittabawassee Road and the Gratiot Road watermain projects.     
   Remaining 
 Project Spent-to-Date Commitment 
 Shattuck Road $ 340,836 $ 17,041 
 Tittabawassee Road  35,416  2,301 
 Gratiot Road  51,401  518,538 
 Total $ 427,653 $ 537,880 

 
 

D. INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS 
 

 Due From 
 Water Sewer  

Due To Fund Fund Total 
General Fund $              72,092 $             97,072 $            169,164 
Water fund                          -                   7,411                  7,411 
Sewer fund              611,486                          -              611,486 
    
Total $            683,578 $            104,483 $            788,061 
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The balance of $97,072 and $72,092 due to the general fund from the sewer and water funds 
is for short-term advances between the funds related to the billings of water and sewer 
services. 
 
The balance of $611,486 due to the sewer fund from the water fund is related to the billings 
of sewer services collected by the water fund. 
 
Advances to/from other funds 

General $ 640,000 $ - 
Sewer  -  640,000 
Total $ 640,000 $ 640,000 

 
The advance between the general fund and sewer fund is for construction of the waste water 
treatment plant expansion. 
 
 Transfers To 
   Nonmajor  
Transfers from: General Fund Police Fund Governmental Funds Total 
General Fund $                     

- 
$1,196,434 $                     300,500 $    1,496,934

Fire Fund             58,077 - - 58,077
Police Fund           300,736 - 1,363 302,099
Nonmajor 
Governmental 
Funds 52,715 -

 
 

77,914 
 

130,629
Water Fund 68,790 - - 68,790
Sewer              95,942                    -                                   -            95,942
     
Total $         576,260 $   1,196,434 $                     379,777 $    2,152,471
 
The interfund transfer from the General Fund to the Police Fund and Nonmajor 
governmental funds is to subsidize those operations.  The transfers to the General Fund from 
other funds is for administrative charges. 
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E. LONG-TERM DEBT 
 

 Long-term activity for the year ended March 31, 2005 was as follows: 
 
                                   Beginning   Ending Due within 
                                    Balance Additions Reductions Balance One year  
 Primary Government 
  Governmental activities: 
  Postclosure liability $ 100,000 $ - $ (60,000) $ 40,000 $ 4,000 
 
  Compensated  
  absences  503,554  399,447  (389,744)  513,257  389,744 
 
 Governmental activity 
  Long-term liabilities $ 603,554 $399,447 $ (449,744) $ 553,257 $ 393,744 
 
 Business-type activities 
  Contracts payable $ 5,220,072 $ - $ (442,781) $ 4,777,291 $ 462,433 

 
Sewer revenue contracts are supported by revenues of the Waste Water Fund.  The Township 
has no general obligation debt that can be levied on the annual property tax bills. 

 
Debt payable at March 31, 2005, is comprised of the following individual issues: 

 
REVENUE CONTRACTS (BONDS SOLD BY SAGINAW COUNTY): 

 
$1,441,683, 1997 NWUA Improvement and Refunding Bonds. 
The Township participated, as a member of the Northwest Utilities 
Authority in a pump station improvement program.  To finance this 
project and to defease the eligible bonds on the 1990 NWUA debt, 
$3,690,000 in bonds were issued by Saginaw County.  The Township 
has a contract with Saginaw County D.P.W. for the cost of the 
construction attributable to its 3 year average flow.  Debt service 
share varies annually based upon this flow.  For the year ended 
March 31, 2005 the Township’s share of the flow was 48.255 %. 
The contract principal portion owed by the Township of Saginaw 
has been recorded as a liability of the Sewer Fund.  The 
assets related to this debt are recorded as assets of the Sewer Fund.   
Original prorata share of annual installments varies  
from $60,559 to $113,303 through May 1, 2016 with interest 
from 4.5% to 5.5%. $1,433,174 

 
$5,870,975, 1991 Weiss Drain CSO Improvement Bonds due in 
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annual installments of $235,128 to $351,970 through October 1, 
2012 with interest at 2.00% 2,632,562 

 
 $1,086,584, 1996 Weiss InLine Detention Bonds due in annual 
 installments of $49,045 to $69,240 through October 1, 2016 with 
 interest at 2.25%  711,555 
 
  $4,777,291 
 

Business-type debt service requirements to maturity, including interest of $725,223 are as 
follows: 

  
  Year ending  
  March 31, Principal  Interest 
 
  2006 $ 462,433 $ 128,836 
  2007  472,058  115,844 
  2008  484,097  102,983 
  2009  493,722  90,320 
  2010  505,759  77,401 
  2011-15  1,987,592  195,680 
  2016-17  371,630  14,159 
   
   $4,777,291 $ 725,223 
 
 Governmental Activity: 
 

Landfill Postclosure Liability:  The Township owns a landfill that was closed during fiscal 
year 1982-83.  Due to a breakdown in the collection system installed at closure, a 
remediation project is underway that is projected to cost $489,585 for operations through the 
year 2015.  The majority of these costs were incurred in prior years.  Operating costs are 
based on adjusted historical costs of a similar facility.  Actual cost may be higher due to 
inflation, changes in technology or changes in regulations.   
 
For the governmental activities, the postclosure liability and the compensated absences are 
generally liquidated by the General Fund.  

.  
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IV. OTHER INFORMATION 
 

A. DEFINED CONTRIBUTION PENSION PLAN 
 

The Saginaw Charter Township Municipal Government Employees Pension Plan is held in 
trust and covers 87 full-time employees, over the age of 18, employed with the Township for 
more than four months prior to April 1st.  The third party administrator for this plan is John 
Hancock.  Members of the Police Union may choose this plan or the MERS defined benefit 
pension, at the time of their initial enrollment.  In addition, the Township manager is enrolled 
in the Manager Only Money Purchase Plan administered by the ICMA Retirement 
Corporation.  In a defined contribution plan, benefits depend solely on amounts contributed 
to the plan plus investment earnings.  Defined contribution pension cost to the Township for 
the fiscal year ending March 31, 2005 was $554,985, which represented  14.65% of current 
year covered payroll.  Defined contribution pension cost to the employees was $168,749.  
Contributions to the plan are recognized when due and payable.  Plan provisions and 
contribution rates are set for union employees by contract and for non-union employees by 
resolution of the Township Board under the Township’s Pension Ordinance.  Employees 
may make voluntary contributions not to exceed 25% total contribution.  The Township’s 
policy is to fund pension costs representing 15 percent of the annual salaries of covered 
employees, as follows: 

 UNION 
 NON-UNION POLICE UNION LOCAL 486 
 

Township Contribution Rate 15% 15%     15% 
Required Employee 
    Contribution Rate   2%   2%    2% 

 17% 17% 17% 
 

The Township's contributions for each employee are fully vested after 5 years for non-
union/Police Union employees and 10 years for Union Local 486 employees.  Unvested 
benefits forfeited by employees who leave employment early are used to reduce Township 
contributions.  Assets of the plan are valued at $11,035,567. 

 
B. DEFINED BENEFIT PLAN 
 
Plan Description.  For Police Union employees choosing the Township’s defined benefit 
pension plan, the plan provides retirement and disability benefits, annual cost-of-living 
adjustments, and death benefits to plan members and beneficiaries.  The Township 
participates in the Municipal Employees Retirement System of Michigan (MERS), an agent 
multiple-employer plan operating under Public Act 220 of 1996 and the MERS Plan 
Document, and administered by the MERS Retirement Board.  Changes in benefit coverage 
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are available after approved by a majority vote of the municipalities governing body.  The 
Municipal Employees Retirement System of Michigan issues a publicly available financial 
report that includes financial statements and required supplementary information for MERS. 
 That report may be obtained by writing to the Municipal Employees Retirement System of 
Michigan, 1134 Municipal Way, Lansing, Michigan 48917 or by calling (800) 767-6377. 

 
Funding Policy . The Township is required to contribute at an actuarially determined rate; 
the current rate is 15% of annual covered payroll.  Employees are currently required to 
contribute 1.96% to the Plan.  The contribution requirements of the Township are established 
and may be amended by the Retirement Board of MERS.  The contribution requirements of 
plan members, if any, are established and may be amended by the Township depending on 
the MERS contribution program adopted by the Township. 

 
Annual Pension Cost.  For the year ended March 31, 2005, the Township’s annual pension 
cost of $257,204 for MERS was equal to the Township’s required and actual contributions.  
The required contribution was determined as part of the December 31, 2002 actuarial 
valuation using the entry age normal actuarial cost method.  The actuarial assumptions 
included (a) a rate of return on the investment of present and future assets of 8.0%, (b) 
projected salary increases of 4.5% per year compounded annually, attributable to inflation, 
(c) additional projected salary increases of 0.0% to 4.16% per year, depending on age, 
attributable to seniority/merit, and (d) the assumption that benefits will increase 2.5% 
annually after retirement.  The actuarial value of MERS assets was determined on the basis 
of a valuation method that assumes the fund earns the expected rate of return and includes an 
adjustment to reflect fair value.  The Township’s unfunded actuarial accrued liability, if any, 
is being amortized as a level percentage of projected payroll on an open basis.  The 
remaining amortization period at December 31, 2003, the date of the latest actuarial 
valuation, was 31 years. 

 
Three-Year Trend Information 

 
 Fiscal Annual Percentage Net 
 Year Pension of APC Pension 
 Ending Cost (APC) Contributed Obligation 
  
 3/31/03 $193,144 100%  $0 
 3/31/04 222,114 100%  0 
 3/31/05 257,204 100% 0 
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Schedule of Funding Progress 
 
    Unfunded     
  Actuarial Actuarial Actuarial Accrued                                 
    Liability   UAAL as a 
 Valuation Value of Liability (AAL) AAL Funded Covered Percentage of 
 Date Assets Entry Age (UAAL) Ratio Payroll Covered Payroll 
  
 12/31/01 $7,422,609 $8,697,083 $1,274,474  85% $1,485,891 86% 
 12/31/02 7,556,255 9,134,480 1,578,225  83% 1,502,496 105% 
 12/31/03 7,942,616 10,053,302 2,110,686 79% 1,448,048 146% 
 

C. POSTEMPLOYMENT BENEFITS 
 

The Township provides postemployment health care benefits in accordance with a Township 
resolution, to all non-union employees who retire on or after age 65 with at least 20 years of 
service, all police union employees with 25 years of service and Local 486 employees with 
30 years of service.  Benefits are advance funded, but not on an actuarial basis. Currently 
three retirees meet the eligibility requirements.  The Township reimburses the Medicare 
supplement premiums for these retirees and their qualified spouses up to $1,099 per person.  
Expenditures for the reimbursement are recognized as they are paid in the Health Benefit 
Internal Service Fund.  In addition, police union early retirees with 25 years of service are 
eligible for 100% Blue Care Network health insurance from age 52 to 65.  Currently nine 
retirees meet the early retirement eligibility requirements. During the year, expenditures of 
$86,718 were recognized for retiree health benefits.  The Health Benefit Fund has net assets 
of $1,230,402. 

 
D. SELF INSURANCE 

 
Governmental Accounting Standards Board Statement No. 10 on Risk Financing requires 
that a liability for claims be reported if information prior to the issuance of the financial 
statements indicates that it is probable that a liability has been incurred at the date of the 
financial statements and the amount of the loss can be reasonably estimated.  A summary of 
the Township's self-insurance is as follows: 

 
Health Benefit:  The Township initiated a self insurance health benefit package August 10, 
1981.  As of March 31, 2005, the maximum aggregate health liability to the Township was 
$1,053,261.  Amounts above this are covered by an insurance policy.  In addition, insurance 
was purchased for individual health claims which has a $55,000 per person deductible.  Life 
insurance premiums, short term disability benefits of 70% of compensation, police early 
retiree health insurance and medigap premium reimbursement are also paid by this fund.  
Assets of this plan of $1,257,929 are recorded in the Internal Service Funds.  Liabilities of 
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$27,527 represent unpaid medical invoices on March 31, 2005.  There is no incurred but not 
reported (IBNR) amount included in liabilities. 

 
The changes in the claims liability for the years ended March 31, 2004 and 2005 are as 
follows: 

  Current Year 
 Beginning Claims and 
 of Year Changes in Claim End of Year 
 Liability Estimates Payments Liability 
 
 2004 $83,986 $714,032 $838,433 $40,415 
 2005 40,415 768,265 836,207 27,527 
 

E. RISK MANAGEMENT 
 
The Township is exposed to various risks of loss related to torts; theft of, damage to, and 
distribution of assets; errors and omissions; injuries to employees and natural disasters.  The 
Township carries commercial insurance to cover any potential claims associated with these 
risks and has had no claims that exceeded the insurance coverage during the past three years. 
 
Property and Liability:  Saginaw Charter Township entered into a Joint Exercise of Powers 
Agreement with the Michigan Municipal Risk Management Authority (MMRMA) on July 
19, 1985. A deficit of $61,804 representing Saginaw Charter Township's equity in the 
Authority is recorded in the Internal Service Funds.  This deficit is the result of conservative 
loss estimates and will be eliminated in the upcoming year by assessing the costs to the 
various funds of the Township.  Liabilities include $61,804 in estimated claims that were 
incurred but not reported (IBNR) on March 31, 2005.   

 
The changes in the claims liability for the years ended March 31, 2004, and 2005 are as 
follows: 

  Current Year 
 Beginning Claims and 
 of Year Changes in Claim End of Year 
 Liability Estimates Payments Liability 
 
 2004 $92,166 $140,555 $163,147 $69,574 
 2005 69,574 76,763 84,533 61,804 
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Currently, the Township self insures the first $75,000 for each liability claim.  After the first 
$75,000 and up to $15,000,000, the Michigan Municipal Risk Management Authority 
(MMRMA) is responsible for the claims.  Each property claim is self insured by the 
Township for 10% of the first $100,000 after a $1,000 deductible.  A stop loss coverage 
through the MMRMA protects the Township from aggregate liability claims exceeding 
$191,000.  The revenues for this fund's operation are reimbursements from various funds.  
The funds are charged for general liability insurance based on number of employees, 
previous claims, number of vehicles and other pertinent information.  Losses, damages and 
administrative expenses are all paid from this fund. 

 
There were no significant reductions in insurance coverage from the prior year and there 
were no insurance settlements exceeding insurance coverage in any of the past three years 
for either the health benefit or property and liability insurance.   
 
F. PROPERTY TAXES 

 
School taxes are levied on July 1 and are due without penalty on or before September 14.  
Township property taxes are attached as an enforceable lien on property as of December 1 
and recorded in the Township ledgers as receivables as of that date.  Township taxes are 
levied December 1 and are due without penalty on or before February 14.  The December tax 
bills include the Township's own property taxes, special assessments and taxes billed on 
behalf of Saginaw County. 

 
Real property and special assessment taxes not collected as of March 1 are turned over to 
Saginaw County for collection, which advances the Township 100% for those delinquent 
taxes.  Collection of delinquent personal property taxes remains the responsibility of the 
Township Treasurer. 

 
Property taxes levied in December of each year and collected within sixty days after the 
fiscal year end are recognized as revenue in that fiscal year. 

 
The Township acts as a collection agent for Saginaw County, Saginaw Intermediate Schools, 
Delta College and Saginaw Charter Township Community Schools for property taxes. 

 
Taxes collected on behalf of the school districts and Saginaw County are turned over to the 
districts and the County following collection and are accounted for in designated agency 
funds. 
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Township property taxes are attached as an enforceable lien on property as of December 1. 
Taxes are levied December 1 and are due without penalty on or before February 14.  These 
tax bills include the Township's own property taxes and taxes billed on behalf of the school 
districts within the Township boundaries and Saginaw County. 
 
Real property taxes not collected as of March 1 are turned over to Saginaw County for 
collection, which advances the Township 100% for the delinquent taxes.  Collection of 
delinquent personal property taxes remains the responsibility of the Township Treasurer. 

 
G. DEFICIT EQUITY 

 
The MMRMA Internal Service Fund has a deficit equity of $61,804.  The deficit in this 
insurance fund arose due to conservative estimates in the reserve for liability claims.  It is 
expected these claims will settle for less than the reserves.  Any shortfall due to the 
settlements will be covered by the regular or special charges to the contributing funds.  

 
H. COMMITMENTS AND CONTINGENCIES 

  
In the normal course of its activities, the Township is a party to various legal actions.  After 
taking into consideration legal counsel's evaluation of pending actions, the Township is of 
the opinion that the potential claims not covered by insurance will not have a material effect 
on the financial statements. 

 
In addition, the Township has received federal and state grants for specific purposes that are 
subject to review and audit by the grantor agencies.  Although such audits could generate 
expenditure disallowance under terms of the grants, management believes that any required 
reimbursements would not be material. 
 
I. PRIOR PERIOD ADJUSTMENTS 

 
During the year ended March 31, 2005, a prior period adjustment in the amount of $20,990 
was necessary to properly account for the overstatement of deferred revenue in the Police 
Block Grant Fund, during the year ended March 31, 2004. The effect on the Police Block 
Grant fund balance was as follows: 

 
  Fund balance, beginning of year, 
  as previously stated   $  20,990 
  Prior period adjustment    (20,990) 
  Fund balance, beginning of year, 
  as restated   $  - 
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During the year ended March 31, 2005, a prior period adjustment in the amount of $12,363 
was necessary to properly account for the overstatement of accounts payable in the General 
Fund, during the year ended March 31, 2004. The effect on the General fund balance was as 
follows: 

 
  Fund balance, beginning of year, 
  as previously stated   $ 4,119,371 
  Prior period adjustment    12,363 
  Fund balance, beginning of year, 
  as restated   $ 4,131,734 

 
 
During the year ended March 31, 2005, a prior period adjustment in the amount of $10,148 
was necessary to properly account for the understatement of inventory in the Water Fund, 
during the year ended March 31, 2004. The effect on the Water Fund net asset balance was 
as follows: 

 
  Net assets, beginning of year, 
  as previously stated   $ 18,873,908 
  Prior period adjustment    10,148 
  Net assets, beginning of year, 
  as restated   $ 18,884,056 

 
During the year ended March 31, 2005, a prior period adjustment in the amount of $62,000 
was necessary to properly account for the overstatement of accounts payable in the Sewer 
Fund, during the year ended March 31, 2004. The effect on the Sewer Fund net asset balance 
was as follows: 

 
  Net assets, beginning of year, 
  as previously stated   $ 21,634,180 
  Prior period adjustment    62,000 
  Net assets, beginning of year, 
  as restated   $ 21,696,180 
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During the year ended March 31, 2005, prior period adjustments in the amount of $98,487 
and $35,784 were necessary to properly account for the overstatement of deferred revenue 
and understatement of liabilities in the governmental activities, during the year ended March 
31, 2004. The effect on the statement of net asset balance was as follows: 

 
  Net assets, beginning of year, 
  as previously stated   $ 24,433,155 
  Prior period adjustment 
  Deferred revenue    98,487 
  Liabilities    (35,784) 
  Net assets, beginning of year, 
  as restated   $ 24,495,858 

 
 
 

* * * * * 
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INDEPENDENT AUDITORS' REPORT ON CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ON AN AUDIT OF  

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

 
June 9, 2005 
 

Members of the Township Board  
Saginaw Charter Township  
Saginaw, Michigan 
 
 
We have audited the financial statements of the governmental activities, the business-type activities, 
the discretely presented component unit, each major fund, and the aggregate remaining fund 
information of Saginaw Charter Township as of and for the year ended March 31, 2005, which 
collectively comprise the Township’s basic financial statements as listed in the table of contents and 
have issued our report thereon dated June 9, 2005.  We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the standards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller General 
of the United States. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered Saginaw Charter Township’s internal control 
over financial reporting in order to determine our auditing procedures for the purpose of expressing 
our opinion on the financial statements and not to provide an opinion on the internal control over 
financial reporting.  Our consideration of the internal control over financial reporting would not 
necessarily disclose all matters in the internal control that might be material weaknesses. A material 
weakness is a reportable condition in which the design or operation of one or more of the internal 
control components does not reduce to a relatively low level the risk that misstatements caused by 
error or fraud in amounts that would be material in relation to the financial statements being audited 
may occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions. We noted no matters involving the internal control over 
financial reporting and its operation that we consider to be a material weakness.  However, we noted 
other matters involving the internal control over financial reporting that we have reported to 
management of Saginaw Charter Township in a separate letter dated June 9, 2005. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Saginaw Charter Township’s financial 
statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could 
have a direct and material effect on the determination of financial statement amounts.  However, 
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providing an opinion on compliance with those provisions was not an objective of our audit and, 
accordingly, we do not express such an opinion.  The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
 
This report is intended solely for the information of management, the Township Board and federal 
awarding agencies and pass-through entities and is not intended to be and should not be used by 
anyone other than these specified parties. 
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June 9, 2005 

 
 
 
Saginaw Charter Township 
4930 Shattuck Rd. 
Saginaw, MI  48603 
 
In planning and performing our audit of the financial statements of the Saginaw Charter 
Township for the year ended March 31, 2005, we considered the Township’s internal controls to 
determine our auditing procedures for the purpose of expressing an opinion on the financial 
statements and not to provide assurance on internal controls. 
 
However, during our audit we became aware of several matters that are opportunities for 
strengthening internal controls and operating efficiency.  The memorandum that accompanies 
this letter summarizes our comments and suggestions regarding those matters.  (A separate report 
dated June 9, 2005, contains our report on the Township’s compliance and internal controls).  
This letter does not affect our report dated June 9, 2005, on the financial statements of the 
Saginaw Charter Township. 
 
We will review the status of these comments during our next audit engagement.  We have 
already discussed many of these comments and suggestions with various Township personnel, 
and we will be pleased to discuss these comments in further detail at your convenience, or 
perform any additional studies of these matters, or to assist you in implementing the 
recommendations. 
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COMMENTS AND RECOMMENDATIONS 
 
 
 
 
I. OUTSTANDING CHECKS 
 

While examining bank reconciliations we noted a number of insignificant checks that 
have been outstanding for several years.   
 
Recommendation: 
We recommend that the Township research each of these checks and take appropriate 
action, including following procedures for escheating the funds to the State of Michigan. 
 
Management Response: 
Management of the Township is taking measures to locate the whereabouts of the 
recipient’s of the outstanding checks and determining whether the checks need to be 
escheated to the State or voided and reissued. 

 
 
II. PHYSICAL INVENTORY COUNT 
 

During our audit procedures it was noted that the physical inventory count of the general 
funds Motor Vehicles Equipment Pool (MVEP) parts does not agree to the amount 
recorded on the general ledger.  We also noted that several of the MVEP parts on the 
physical inventory count listing did not contain prices. 

 
 Recommendation: 

We recommend that when the physical inventory count is taken the corresponding 
inventory account be adjusted to match the detailed inventory listing/count.  We also 
recommend that each item that is listed on the inventory count sheet be assigned a value 
according the FIFO (First-in, First-out) method. 
 
Management Response: 
Management is investigating a solution by computerizing the inventory which should 
provided for a better system of record keeping so that all items will be tracked and the 
appropriate values will be assigned. 
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III. ECONOMIC DEVELOPMENT COMMISSION 
 

During our audit procedures we noted that the Economic Development Commission 
(EDC) is currently paying more in banking fees than it is receiving in interest income.   
 
Recommendation: 
We recommend that the EDC either move the funds they have at their current financial 
institution or discuss the issue with the financial institution of possibly waiving the fees. 
 
Management Response: 
The management of the Township and the Economic Development Commission are in the 
process of evaluating the financial institution and trying to determine a way in which 
banking fees will be less costly to the EDC. 

 




